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As PART of a present broad inquiry into
small business financing, the Board of Gov-
ernors of the Federal Reserve System in
cooperation with the Federal Reserve Banks
conducted another Survey of Business Loans
at Member Banks as of October 16, 1957.
This Survey was comparable to a previous
one conducted as of October 5, 1955.
The major purposes of the new Survey
were threefold:
(1) To provide detailed information on
the current structure of member bank loans
to business and the terms and conditions
on which such loans are extended, with par-
ticular reference to those made to small
and medium-size businesses;
(2) To analyze developments in the use
of bank credit by firms of various sizes be-
NOTE.—The 1957 Survey of Business Loans of
Member Banks was under the general supervision of
Ralph A. Young, Director, and Albert R. Koch, Asso-
ciate Adviser, of the Board's Division of Research and
Statistics. The information was collected by the Fed-
eral Reserve Banks. This report was prepared in the
Banking Section of the Division under the direction of
Mr. James B. Eckert, Chief, who also had specific
responsibility for the administration of the Survey.
Assistance in planning the Survey was provided by
Madeline McWhinney, Chief, Financial and Trade
Statistics Division, Federal Reserve Bank of New
York; John J. Balles, Assistant Vice President, and
Oliver H. Jones, Senior Economist, Federal Reserve
Bank of Cleveland; Theodore H. Schneider, Econo-
mist, Federal Reserve Bank of Chicago; and Eleanor
Stockwell, James C. Byrnes, and Edward P. Snyder,
Economists, and Maurice H. Schwartz, Chief Analyst,
of the Board's Division of Research and Statistics.
Mr. Schwartz and Mr. Snyder also were responsible
for developing the statistical methods and processing
procedures for editing and summarizing the data.
tween the 1955 and 1957 Surveys in rela-
tion to changes in the economy and in busi-
ness financing; and
(3) To examine into the differential ef-
fects of increasing credit and monetary re-
straint on the allocation, terms, and cost of
bank loans to businesses of different sizes.
SUMMARY OF FINDINGS
On October 16, 1957 outstanding business
loans of member banks totaled nearly $41
billion, or 32 per cent more than on October
5, 1955. A high proportion of the number
of loans on both dates was to small busi-
nesses, but most of the dollar volume was
to larger businesses.
Between 1955 and 1957 loans to large
businesses in most industries expanded much
more in dollar volume than loans to smaller
businesses. Moreover, loan growth was
greater for industries in which large busi-
nesses are predominant than for industries
in which medium-size and small businesses
are relatively important. To a considerable
extent, changes over the period in the size-
of-business and industry structure of loans
were related to changes in the economic en-
vironment, particularly the large expansion
in productive capacity by many businesses.
Businesses of all sizes borrow from banks
mainly on loans with short maturities, but
between 1955 and 1957 all except the
largest businesses expanded their term loans
—those with maturities over one year—
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much more than their short-term loans.
Large businesses obtained most of their long-
term financing through the securities mar-
kets, but smaller businesses, with this alterna-
tive less readily available, relied more heav-
ily on banks for this type of financing.
In 1957 as in 1955 most loans to small
businesses, particularly term loans, were
backed by collateral or otherwise secured,
while most loans to larger businesses were
unsecured. Over the two-year period, the
proportions of secured and unsecured loans
within various size groups of borrowers
changed little.
Loan expansion between 1955 and 1957
was greater at large than at smaller banks,
and large banks generally expanded their
loans to small and medium-size businesses
more than smaller banks. Within most size
classes of banks, loan expansion was greater
for large than for smaller businesses. In
general, growth in total business loans and
in loans to smaller businesses was greatest
in geographic areas experiencing the greatest
economic expansion.
Smaller businesses paid higher interest
rates on their bank loans than large busi-
nesses in both 1955 and 1957, but in the
intervening period rates charged large busi-
nesses rose much more than rates charged
smaller borrowers. Businesses of a given
size generally paid about the same rate on
their loans whether they borrowed from a
large or a small bank.
About 5 per cent of the amount and 8
per cent of the number of member bank
loans outstanding on October 16, 1957 were
to relatively new businesses. Most of these
loans were to small unincorporated busi-
nesses, and generally carried somewhat less
favorable terms and interest rates than those
to established businesses.
COMPARABILITY OF 1955 AND 1957 SURVEYS
In conducting the 1957 Survey, every effort
was made to assure maximum comparability
of the new data with those of the 1955 Sur-
vey. Except for a few items, identical in-
formation was requested from respondents.
1
An identical sample of banks, adjusted for
mergers and other changes in bank structure
between the two Survey dates, was asked
to report. The Surveys were conducted at
closely related dates in both years to mini-
mize any possible distortions arising from
seasonal movements in credit utilization.
The statistical procedures used in processing
the loan information supplied by respond-
ents to obtain estimates of loans at all mem-
ber banks were the same.
2
In both Surveys reports were received
from well over 90 per cent of the nearly
2,000 member banks included in the sample
of banks asked to report. The reporting
banks accounted for nearly one-third of the
number of Federal Reserve member banks
and over 90 per cent of the dollar volume
of business loans outstanding at member
banks. Both Surveys had the cooperative
support of the American Bankers Associa-
tion and the Robert Morris Associates.
Major findings from the 1957 Survey and
comparisons with 1955 data bearing on the
1 The reporting form and instructions used in the
1957 Survey appear on pp. 410-11. The form and
instructions used in the 1955 Survey were published
in the Federal Reserve BULLETIN, April 1956, pp.
338-39.
2 In the summer of 1956, following publication
of the preliminary estimates of 1955 Survey data in
the Federal Reserve BULLETIN, April 1956, a revised
and improved statistical procedure was adopted for
expanding the 1955 loan sample data to obtain esti-
mates for all member banks. Estimates based on
the revised procedure are used in this report. They
differ little from the preliminary estimates for dollar
amounts of loans and average interest rates, but they
are about 10 per cent lower than the preliminary
estimates for numbers of loans.
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analysis of member bank lending to various
sizes of business are summarized in this
report. To provide background for con-
sideration of the findings, relevant economic
developments covering the period under re-
view are briefly summarized below.
ECONOMIC BACKGROUND
The structure and characteristics of bank
loans outstanding on a given date reflect
economic and financial conditions for sev-
eral months and even years prior to that
date. Although bank loans are made and
paid off in large volume every day, nearly
half the dollar volume outstanding on both
Survey dates had been made more than
three months prior to those dates. The
average original maturity of outstanding
member bank loans was somewhat more
than one year, and many maturities were
much longer. Accordingly, it is necessary
to examine economic developments prior to
1955 as well as between 1955 and 1957 in
order to appraise changes in bank lending
revealed by the two Surveys.
When the 1955 Survey was conducted,
the United States had been experiencing a
vigorous upswing in economic activity for
more than a year. By the spring of 1955,
recovery from the 1953-54 recession had
been achieved and output had risen further
to new record levels, sparked by a surge of
consumer buying of houses, automobiles,
and other durable goods. This wave of con-
sumer buying was encouraged by the ready
availability of mortgage and consumer in-
stalment credit on favorable terms.
Responding to the growth of consumer
demands as well as to other influences, busi-
nesses resumed their increase of inventories
and also increased spending for plant and
equipment. Business loans at commercial
banks rose 20 per cent in the 12 months pre-
ceding the 1955 Survey and other sources
of business finance were also providing in-
creasing amounts of funds.
At the time of the 1955 Survey, gross na-
tional product had risen more than 10 per
cent from its 1954 low point and most of
the increase represented growth in physical
volume of output. Economic activity had
reached a stage where there was little mar-
gin of unutilized resources for further expan-
sion. Since mid-1955, growing demands
had been generating rising prices, and mone-
tary policy had shifted to a position of re-
straint in the face of developing inflationary
pressures.
In the two years between the loan Sur-
veys, the current value of economic product
increased appreciably further. Real output
rose only moderately, but its composition
changed considerably. The principal im-
petus for expansion of aggregate demand
shifted from the consumer sector to the
business sector. Residential construction
and automobile sales receded from the un-
usually high levels of 1955, while business
investment expenditures accelerated. Busi-
nesses continued to add to inventories and,
with tax liabilities also rising, business de-
mand for funds rose rapidly. Correspond-
ing to the decline in relative importance of
consumer spending, consumer debt expan-
sion slowed in 1956-57 while financial sav-
ing by individuals increased markedly, help-
ing directly and indirectly to finance the ex-
pansion in business capital outlays.
In response to the increase in financing
needs, businesses supplemented their grow-
ing internal sources of funds by borrowing
unusually large amounts from banks, by is-
suing securities, and by borrowing from
each other in the form of trade credit. Busi-
ness loans at banks rose $10 billion or nearly
one-third in the two years between the Sur-
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veys. Corporate securities outstanding in-
creased $19 billion. In the course of the
two-year period, with the liquidity positions
of both business concerns and banks under
increasing pressure, a growing proportion
of business borrowing was derived from se-
curities markets and a declining proportion
from banks.
At the time of the 1957 Survey, the in-
vestment boom was just reaching its cyclical
culmination and a general recession was be-
ginning. Nevertheless, business demands
for credit at commercial banks had contin-
ued strong through September. Bank lend-
ing was still restricted, with bank liquidity
considerably reduced after three years of
loan expansion under conditions of restraint
imposed by the Federal Reserve.
SIZE OF BORROWER AND INDUSTRY
STRUCTURE
In both 1955 and 1957 most business loans
outstanding at member banks were to rela-
tively small businesses, but most of the dol-
lar volume was to large businesses, as shown
in Table 1. Between 1955 and 1957 the
dollar volume of outstanding loans rose for
all borrower size groups except the smallest
firms with assets less than $50,000. Loan
growth was much greater for each of the
two largest asset groups than for any other
group, amounting to 66 per cent for borrow-
ers with assets of $100 million or more and
51 per cent for those with assets of $25-$ 100
million. The average increase was 20 per
cent for all other size groups and 32 per cent
for total business loans.
Number of loans outstanding rose for all
borrower size groups. The changes were
about proportionate to those in dollar
amount outstanding for all except the two
largest size groups. For these businesses,
number of loans went up much less than
dollar amount and the average size of loan
rose sharply. This increase in loan size
probably reflects, in part, a rise in the uti-
lized proportion of authorized credit lines.
In classifying size of business for the pur-
poses of this analysis, no allowance was
made for the growth in assets of most busi-
nesses between 1955 and 1957, in part ow-
ing to rising prices. The same dollar limits
were used in determining asset size groups
in both Surveys and borrowers were classi-
fied by size on the basis of their total assets
at a recent date prior to each Survey. As
a result of asset growth, some borrowers
classified in 1955 in the smallest asset group
TABLE 1








































































































































































NOTE.—Details may not add to totals because of rounding.
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(assets under $50,000) undoubtedly were
classified in larger size groups in 1957.
If the asset levels used for classifying busi-
nesses in the 1957 Survey were raised by
6 per cent, the amount of increase in whole-
sale prices between 1955 and 1957, the
dollar amount of loans outstanding to the
smallest asset group, instead of showing a
decline, undoubtedly would show an in-
crease. The volume of loans in other asset
groups, however, would be little affected.
Within industry groups as well as for
businesses as a whole, loan growth was much
greater for large than for smaller firms, and
generally declined with size of business, as
shown in Table 2. There were exceptions,
however. In retail trade and in services,
for example, loan growth to smaller firms
was relatively large; loans to retailers with
assets of $250,000-$ 1,000,000 rose more
than those to any other size group. In all
other industry groups, the largest percentage
increase was in one of the two size groups
with assets of $25 million or more, and
generally growth for borrowers with assets
of $100 million or more was by far the
greatest.
A uniform classification of business size
for all industries based solely on dollar
amount of assets, as used in Table 2, makes
no allowance for the marked differences
from industry to industry in the size of the
typical enterprise. For example, a business
of a given asset size might be considered
relatively small in the metal fabricating in-
dustry but relatively large in the service
trades. Accordingly, in Table 3 borrowers
are classified as large, medium, or small sepa-
rately for each industry in relation to the
size pattern of enterprises characteristic of
that industry.
These data also show much greater over-
all loan growth between 1955 and 1957 for
large businesses than for other size groups
and growth within industries generally de-
creasing with size of business borrower.
TABLE 2
CHANGE IN AMOUNT OF BUSINESS LOANS OF MEMBER BANKS, 1955-57, BY BUSINESS AND SIZE OF BORROWER























Food, liquor, and tobacco
Textiles, apparel, and leather
Metals and metal products





















































































































































1 Based on data that include a small amount of loans for borrowers whose size was not ascertained.
NOTE.—Details may not add to totals because of rounding.
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TABLE 3





Food, liquor, and tobacco
Textiles, apparel, and leather
Metals and metal products
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1 For classification of borrowers by relative size, see Appendix A.
2 Figures do not add to 100 per cent because some loans were made to borrowers whose size was not ascertained.
3 Net change for industry was a decrease; sign indicates direction of change for size group.
Large businesses with 32 per cent of the
outstanding loans in 1955 accounted for
50 per cent of the 1955-57 increase in to-
tal business loans while small businesses
with 21 per cent of the outstandings in 1955
accounted for only 7 per cent of the increase.
Half the increase in loans to large busi-
nesses was in three industry groups—metals
and metal products; petroleum, coal, chem-
icals, and rubber; and transportation, com-
munication, and other public utilities. This
reflects not only the substantial growth rates
for loans to large borrowers in these indus-
tries but also the fact that in some of these
industries large businesses account for a
major portion of the output. Loan growth
to smaller concerns in these industries also
was substantial—greater for medium and
small metals concerns and public utilities
than for these size groups in any other
industries.
Not every industry group in which large
businesses predominate showed rapid loan
growth. Sales finance companies, also in
this category, showed the smallest over-all
growth and the smallest growth in loans to
large businesses. On the other hand, in
textiles, leather, and apparel, the only in-
dustry group showing a loan decline, activ-
ity is distributed more heavily in medium-
size and small businesses.
Output and prices. Rapid loan growth
in the metals, petroleum-rubber, and public
utilities industry groups was due in part
to the fact that they experienced some of
the largest increases in output between 1955
and 1957 and, except for the public utili-
ties group, some of the largest price ad-
vances. In the textiles, leather, and apparel
group, where output dropped and prices
changed little, outstanding loans declined.
Loan changes either in the aggregate or by
individual industries cannot be explained
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fully, however, by changes in output and
prices. Loans to all manufacturing and
mining businesses, for example, rose 42 per
cent from 1955 to 1957 whereas industrial
production changed little and wholesale
prices in this area, on the average, rose less
than 8 per cent.
Changes in the loan structure for the
construction industry reflect the changing
character of demand for construction over
this period, even though there was no
marked change in this industry's total bank
borrowing, output, or costs. Loans to con-
struction firms with assets of $100 million
or more showed the sharpest rise (310 per
cent) for any size group of borrowers in
any industry, whereas smaller construction
firms increased bank borrowing only mod-
erately or reduced it (see Table 2). Never-
theless, the 1955-57 pattern of borrowing is
consistent with the fact that industrial and
commercial construction, often involving
large projects which can be undertaken only
by firms of great size, increased substantially
during this period while residential con-
struction, in which firms of much smaller
size predominate, declined.
Expansion of capacity. The 1955-57
changes in the size-of-borrower and industry
structure of bank loans are related not only
to changes in output and prices in the vari-
ous industries but also to expansion of ca-
pacity and associated requirements for in-
creased working capital. It is significant
that three of the industries with most rapid
loan growth, namely metals, petroleum-
rubber, and public utilities, are among those
showing the largest increases in capacity
during the 1955-57 period. Information
also is available from the Federal Trade
Commission and the Securities and Ex-
change Commission providing insight into
the pattern of expansion and its financing
for manufacturing corporations of various
sizes. This information is summarized in
Table 4.
The property, plant, and equipment ac-
count of manufacturing corporations with
assets of $100 million or more rose at nearly
three times the rate for smaller corporations
between the third quarter of 1955 and the
third quarter of 1957, and accounted for
more than four-fifths the increase in plant
and equipment of all manufacturing corpo-
rations over that period. Moreover, large
corporation working capital rose much more
rapidly than small. Inventories of the larg-
est corporations increased at about twice
the rate for smaller businesses, as did their
net receivables, that is, accounts receivable
minus accounts payable. The nearly $2 bil-
lion growth in net receivables of the largest
corporations reflects primarily the extension
of increased trade credit to customers, in
large part smaller businesses, including un-
incorporated and nonmanufacturing busi-
nesses not covered by these data.
All sizes of manufacturing corporations
had internal funds, particularly retained
earnings, at least equal to the major part
of their increased outlays for plant and
equipment, inventories, and net receivables.
For all corporations with assets under $100
million, internal funds exceeded these out-
lays. For corporations with assets of $100
million or more, however, retained earnings
and depreciation and depletion allowances
totaled less than two-thirds of their major
outlays. Accordingly, they found it neces-
sary to obtain substantial additional funds
through reducing their holdings of cash and
Government securities, borrowing from
banks, and financing in the capital markets.
Taking advantage of their access to the
capital markets, the largest corporations in-
creased their term borrowing from sources
Federal Reserve Bulletin: April 1958400 FEDERAL RESERVE BULLETIN • APRIL 1958
TABLE 4
BROAD SUMMARY OF MAJOR OUTLAYS AND SOURCES OF FUNDS OF MANUFACTURING CORPORATIONS








Major sources of funds:
Retained earnings
Depreciation and depletion
Cash and Government securities.
Borrowings:
Bank loans:
Short-term (1 year and under)
















































































































1 Since only selected items are included, the aggregates of outlays
and sources of funds are not in balance. The principal omission is
net worth changes (other than retained earnings).
2 Before deduction of reserves for depreciation and depletion.
other than commercial banks nearly five
times as much as their term borrowing at
banks. They also sharply increased their
short-term bank borrowing, probably in part
to tide them over until the capital markets
became more favorable for long-term financ-
ing. Nevertheless, corporate borrowing in
the capital markets rose substantially over
this period, reaching record high levels in
1957.
Smaller corporations also increased their
borrowing, particularly in maturities over
one year. More than one-third the increase
in long-term borrowing by corporations with
assets under $5 million was from banks.
Short-term bank borrowing by these corpo-
rations rose at a slower rate than such bor-
rowing by larger corporations, although the
increase represented about the same propor-
tion of short-term outlays (inventories and
net receivables) as at larger corporations.
Moreover, smaller corporations added to
3 Accounts receivable minus accounts payable.
SOURCE.—Federal Trade Commission - Securities and Exchange
Commission: Quarterly Financial Reports for Manufacturing
Corporations.
their holdings of cash and Government secu-
rities between 1955 and 1957, but corpo-
rations with assets of $5-$ 100 million re-
duced their holdings of such liquid assets.
Data comparable to those in Table 4 are
not available for size of business within vari-
ous manufacturing industries. Thus it is not
possible to determine whether uses of funds
for expansion were greater among large
businesses than among smaller businesses
in industries not rapidly expanding as well
as in those showing marked growth.
LOAN MATURITY
In both 1955 and 1957, short-term loans
were predominant in the business loan port-
folios of member banks for all size groups
of borrowers. Between 1955 and 1957,
however, term loans (maturities over one
year) expanded much more than loans with
shorter maturities, as shown in Table 5, and
the ratio of term to total loans at all member
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TABLE 5
MATURITIES OF BUSINESS LOANS OUTSTANDING AT MEMBER BANKS, OCTOBER 16, 1957

















































































































































































































NOTE.—Details may not add to totals because of rounding.
banks rose from 34 to 38 per cent, as shown
in Table 6. Movements in short-term loans
between 1955 and 1957 varied considerably
among borrower size groups, and were the
principal factor accounting for the size-of-
borrower differences in behavior of total
loans over this period.
The rise in the proportion of term loans,
generally both those with intermediate ma-
turities (one-five years) as well as those with
long maturities (over five years), occurred
only among businesses with assets of less
than $25 million. The smallest borrowers
(assets under $50,000) showed the largest
rise, from 39 to 46 per cent, and in 1957
they had the largest proportion of term bor-
rowing of any size group except businesses
with assets of $25-$ 100 million. However,
the smallest borrowers also experienced a
decline in the dollar amount of borrowing
at short maturities (one year or less) be-
tween 1955 and 1957.
Businesses with assets of $25 million or
more, which had the largest proportions of
loans with maturities over five years in 1955,
increased their short- and intermediate-term
borrowing most between 1955 and 1957,
and the proportion of their long maturity
loans declined. For businesses with assets
of $100 million or more, growth in short-
term loans accounted for two-thirds of the
increase in their total bank borrowing over
this period.
For borrowers with less than $25 million
of assets, the ratio of term to total loans
rose between 1955 and 1957 at all size
classes of banks, but most at the largest
and smallest banks, as shown in Table 6.
For the largest businesses, particularly those
with assets of $100 million or more, the
decline in the proportion of term loans was
mainly at big banks where these businesses
do the bulk of their bank borrowing. In
general, these banks also were more affected
than smaller banks by changes in the avail-
ability of reserve funds over this period.
The more rapid growth between 1955
and 1957 in term loans than in short maturi-
ties for small and medium-size businesses
reflects the increased outlays during this
period for expansion of plant and equipment
requiring relatively long-term financing.
Smaller borrowers in particular, whose ac-
cess to financing through the securities mar-
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TABLE 6
TERM LOANS AS A PERCENTAGE OF BUSINESS LOANS AT MEMBER BANKS, 1955 AND 1957













































































































1 Includes a small dollar amount of loans for borrowers whose size was not ascertained.
kets is limited, relied to a considerable ex-
tent on banks to supply intermediate- and
long-term funds for these purposes, al-
though they expanded productive capacity
less than large businesses. That banks, in
a period of credit restraint, were willing
to expand term loans to smaller borrowers
more rapidly than short-maturity loans may
reflect, in part, the fact that these loans
were largely instalment loans bearing rela-
tively high rates of interest or loans secured
by real estate. It may also indicate that
small borrowers were making increased use
of trade credit to meet short-term needs,
as suggested by the large rise in net receiv-
ables of large corporations referred to
earlier.
The emphasis on short-term borrowing
by large businesses between 1955 and 1957
suggests that they satisfied a greater pro-
portion of their long-term financing needs
through the securities markets. As previ-
ously indicated, large manufacturing corpo-
rations increased their term borrowing from
nonbank sources five times as much as their
term borrowing at commercial banks. They
may also have increased their short-term
borrowing from banks to tide them over
until conditions for long-term financing in
the securities markets became more favor-
able. In view of their high credit stand-
ing, large businesses probably could do this
with assurance that their notes would be re-
newed for as long as they needed the funds.
The record volume of corporate securities
issued in 1956 and the first nine months
of 1957 would have permitted substantial
retirement of short-term interim financing
prior to the October 1957 Survey date.
SECURED VERSUS UNSECURED LOANS
In both 1955 and 1957, the bulk of the
dollar amount of loans outstanding to small
borrowers was secured by collateral, en-
dorsed, or guaranteed by someone other
than the borrower. In contrast, only about
one-sixth of the loans to the largest bor-
rowers was secured, as shown in Table 7.
The proportion of secured loans rose
slightly between 1955 and 1957 for all size
classes of business except the smallest, that
is, firms with assets less than $50,000. Se-
cured loans to small borrowers, on the av-
erage, were larger than unsecured loans,
but in the case of larger borrowers, secured
loans tended to be smaller than the un-
secured.
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TABLE 7
RELATION OF SECURED LOANS TO TOTAL BUSINESS LOANS OF MEMBER BANKS, 1955 AND 1957
WITHIN SIZE-OF-BORROWER GROUPS

































































































































1 Includes a small amount of loans to borrowers whose size was not ascertained.
Emphasis on security varied with maturity
of loan, but was greater for small borrowers
than for larger borrowers in all maturity
ranges. Of the outstanding short-maturity
loans, preferred by banks for reasons of
both safety and liquidity, only 44 per cent
was secured in October 1957. The percent-
age ranged by size of borrower from 13
per cent for those with assets of $100 mil-
lion or more to 66 per cent for those with
assets less than $50,000. Over three-fifths
of the intermediate- and long-maturity loans
was secured. Nearly every loan with a
maturity of more than five years to borrow-
ers with assets less than $1 million in Oc-
tober 1957 carried some kind of security,
generally real estate, but two-thirds of the
number and nearly one-third the dollar
amount of loans to the largest borrower
group also were secured.
Collateral or other security was required
somewhat less at smaller than at larger
banks on short-term loans to most smaller
borrowers. On term loans to these borrow-
ers, and on loans of all maturities to larger
borrowers, there was no significant pattern
of variation in the secured proportion
among different sizes of banks.
The 1955-57 rise in the proportion of
secured loans for most borrower size groups
shown in Table 7 is largely attributable to
more rapid growth over that period in types
of loans on which security requirements
previously had been relatively high. For
smaller borrowers, there was a more rapid
expansion in term borrowing than in short-
term borrowing. For larger borrowers,
there were differential rates of growth in
loans among industries—for example, more
rapid expansion in loans to public utilities
than to sales finance companies. It does
not appear that banks appreciably altered
their emphasis on security as credit availa-
bility became more restricted.
SIZE AND LOCATION OF BANK
Small businesses borrow from both large
and small banks, but large businesses of
necessity borrow primarily from large banks,
as shown in Table 8. To a limited extent,
large businesses also borrow from small
banks, often through participation arrange-
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TABLE 8
RELATIVE SIZE OF BUSINESS BORROWERS AT MEMBER
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1 For classification of borrowers by relative size, see Appendix A.
2 Includes a small amount of loans for borrowers whose size was
not ascertained.
ments between small banks and their large
city correspondents.
Growth in business lending between 1955
and 1957 varied with size of bank, rang-
ing from 12 per cent for banks with deposits
of less than $10 million to 42 per cent for
banks with deposits of $1 billion or more.
The rapid growth at large banks reflects
mainly the relatively rapid growth in financ-
ing needs of large businesses associated with
expansion of productive capacity. Loans to
large businesses rose much faster at the larg-
est banks than at banks in any other size
class. Loans to smaller businesses at large
banks also went up more than loans to
smaller businesses at smaller banks. Within
bank size classes, loan growth varied with
size of business. At the smallest banks,
loans to small businesses showed the least
growth, increasing only 5 per cent, or about
one-third the rate at the largest banks.
These small banks, located to a large ex-
tent in agricultural communities, account
for only about one-tenth of total bank lend-
ing to small businesses.
Pressures of monetary restraint varied
with size of bank, being more at large banks
and less at smaller banks. Large banks
had little deposit growth between 1955 and
1957. To expand loans, they substantially
reduced their holdings of United States Gov-
ernment securities and their excess reserves
and borrowed from the Reserve Banks. In
general, at smaller banks deposit growth was
greater and there was less resort to reduc-
tions of Government security holdings and
excess reserves, and to borrowing from the
Reserve Banks.
The slower growth in loans to small than
to larger businesses reflects both a slower
growth in total business loans at small banks,
which lend primarily to small businesses,
and a slower growth in loans to small than to
larger businesses within size classes of banks.
It does not appear that monetary restraint
was a major factor contributing to the rela-
tively slow growth in total business loans
at smaller banks. However, monetary re-
straint may have contributed, to some ex-
tent, to the slower growth in loans to small
than to larger businesses within the various
size classes of banks, particularly the larger
banks, although the evidence from the loan
Surveys alone is not sufficient on this point.
Banks located in areas of rapid industrial
expansion, such as the San Francisco, Cleve-
land, and Chicago Federal Reserve Districts,
generally increased business lending the
most between 1955 and 1957. These areas
also showed relatively large increases in
loans to small businesses, as shown in
Table 9. Business loan expansion also was
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TABLE 9
REGIONAL CHANGE IN BUSINESS LOANS OF MEMBER
BANKS, 1955-57, BY RELATIVE SIZE OF BORROWER
1











































































1 For classification of borrowers by relative size, see Appendix A.
2 Includes a small amount of loans for borrowers whose size was
not ascertained.
high in the New York District, reflecting in
large part extensive lending by New York
City banks to large industrial enterprises
in other parts of the country as well as New
York. The districts showing the smallest
growth in total loans, namely Dallas and
St. Louis, were the only ones in which
loans to small businesses declined. It would
appear that a major factor governing re-
gional differences in loan expansion to
small businesses and to businesses generally
between 1955 and 1957 was the regional
pattern of economic activity and related
credit demands.
INTEREST RATES
It has long been recognized that small busi-
nesses generally pay higher interest rates on
bank loans than large businesses. Average
interest rates on member bank loans made
after June 30, 1957 and outstanding on
October 16 of that year ranged from 4.4
per cent on loans to the largest borrowers
to 6.5 per cent on loans to the smallest,
as shown in Table 10. Between the sum-
mer of 1955 and the summer of 1957,
when average interest rates on all new loans
rose from 4.2 to 5.0 per cent, average rates
on short-term loans to large borrowers rose
twice as much absolutely, and even more
relatively as on loans to small borrowers.
Rates on longer maturities also generally
rose more for larger borrowers than for small
borrowers, but the growth differences were
less.
As a result of these differences in rate
changes, the spread in rates between the
largest and smallest businesses declined from
2.5 percentage points in 1955 to 2.1 per-
TABLE 10
INTEREST RATES ON MEMBER BANK LOANS TO BUSINESS, 1955 AND 1957
BY SIZE OF BORROWER AND MATURITY OF LOAN


































































































































































1 Includes a small amount of loans for borrowers whose size was not ascertained.
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centage points in 1957. In the short ma-
turities, where the largest volume of loans
is made, the spread declined from 2.3 to 1.7
percentage points. During this two-year pe-
riod, bank requirements that borrowers
maintain compensating balances also be-
came more widespread and more stringent.
Since these requirements apply mainly to
large borrowers, it is likely that differences
in effective interest rates charged large and
small borrowers narrowed even more than
the pure interest rate data indicate.
Interest rate differences relating to differ-
ences in loan maturity were pronounced
only among smaller businesses, particularly
those with assets of less than $5 million.
These borrowers paid higher rates in both
years on loans with one-five year maturities
than on either short-term or long-term loans.
In part, this differential reflects financing of
purchases of machinery and equipment by
instalment loans carrying relatively high ef-
fective interest rates. These loans, which
many banks administer through their con-
sumer instalment loan departments, ordi-
narily carry interest rates more comparable
to those on consumer durable goods instal-
ment paper than on ordinary business loans.
Most of the longer term loans to smaller
businesses in 1957 were real estate loans
which, on the average, were considerably
larger than instalment loans and carried
lower interest rates. Rates charged the larg-
est borrowers in all maturities were close to
the prime rate in both 1955 and 1957.
3
A major factor in interest rate differences
by size of borrower is the wide variation in
rates by size of loan. Loan size generally
3 The prime rate charged by leading commercial
banks on loans to businesses of the highest credit
standing was raised between July 1 and the Survey
date in both 1955 and 1957. It went up from 3 to
3
lA per cent in August 1955 and from 4 to 4Vi per
cent in August 1957.
corresponds with size of borrower. Average
rates on loans outstanding on October 16,
1957 varied from 4.4 per cent on loans of
$500,000 or more to 6.7 per cent on loans
less than $10,000. This is attributable in
part to the fact that the costs of making and
administering a loan, which must be recov-
ered through the interest charge, tend to be
a higher percentage of the principal amount
of small loans than of large loans.
Rates varied inversely with size of loan
for large borrowers as well as small borrow-
ers. However, for a loan of any given size,
small borrowers paid a higher rate than large
borrowers in both 1955 and 1957, presum-
ably because of the higher risks ordinarily
associated with lending to smaller firms and
the higher administrative costs per dollar of
loan. In October 1957, outstanding loans
in all size ranges to the largest borrowers
carried interest rates one percentage point or
more lower than the same size loans to the
smallest borrowers. Between 1955 and
1957, average rates on loans to businesses
with assets of $5 million or more rose one
percentage point or more in nearly all loan
sizes. Average rates rose only about one-
half percentage point in all loan sizes of less
than $50,000 to borrowers with assets less
than $250,000, but these were the loan
categories for which average rates generally
were highest in both 1955 and 1957.
Most borrowers pay about the same rate
of interest on their loans regardless of the
size of bank from which they borrow, as
shown in Table 11. The major exception
is that rates on loans to small businesses are
slightly higher at large than at small banks,
reflecting in part relatively more lending by
these banks on longer term higher-interest-
bearing instalment loans. Between 1955
and 1957, all size classes of banks raised
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TABLE 11
SIZE-OF-BANK VARIATIONS IN INTEREST RATES ON BUSINESS LOANS, BY SIZE OF BORROWER
[Average rates at member banks, Oct. 16, 1957, and net increases, 1955-57. Per'cent per annum]
Size of borrower (total assets,
in thousands of dollars)










































































































1 Includes a small amount of loans for borrowers whose size was not ascertained.
rates less on loans to small businesses than
on loans to large businesses.
Although average interest rates were con-
siderably higher on loans to small borrowers
than on loans to large borrowers, an appre-
ciable volume of small business lending was
at rates typical of those charged large busi-
nesses. In October 1957, when the largest
proportion of both dollar amount and num-
ber of loans to businesses with assets of $25
million or more had interest rates of 4.00-
4.99 per cent, 38 per cent of the loans to
businesses with assets of $250,000-$25,-
000,000 and 11 per cent of the loans to
businesses with assets of less than $250,000
also carried rates within this range. Con-
versely, only a small dollar amount but an
appreciable number of loans to large busi-
nesses fell in the 6.00-7.99 per cent range,
where the number and dollar amount of
loans to small borrowers was particularly
heavy.
There are indications that 6 per cent may
represent, in the case of some banks at least,
an effective rate ceiling on loans to small
borrowers. This is suggested by the heavy
concentration of loans to small borrowers
in the 6-8 per cent range in both 1955 and
1957 and by the fact that within this range
the average interest rate on loans to small
borrowers approximated 6 per cent in both
years. In many areas of the country, usury
laws and banking tradition prevent nominal
or stated rates from going above 6 per cent.
One possible result of such limitations
during a period of rising interest rates is to
reduce the relative profitability of loans pre-
viously made at ceiling levels as rates on
loans previously made below those ceilings
are raised. Most affected by these limita-
tions are loans, particularly short-term loans,
on which the effective interest rate is close
to the nominal or stated rate subject to the
ceilings. On instalment loans with interest
calculated on original amount of the loan,
however, effective rates generally are close
to twice the nominal or stated rates. In
many jurisdictions, the applicable ceiling on
such loans is the nominal rate rather than
the effective rate. It is perhaps significant
that short-term loans to small borrowers
showed least growth or declined between
1955 and 1957, whereas those with inter-
mediate maturities, mainly instalment loans,
rose considerably.
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TABLE 12
LOANS TO NEW BUSINESS IN RELATION TO TOTAL MEMBER BANK LOANS TO ALL BUSINESS, OCTOBER 16, 1957










































































































































1 Businesses formed within 24 months before Oct. 16, 1957.
LOANS TO NEW BUSINESSES
Information was obtained in the October 16,
1957 Survey on loans to new businesses,
that is, businesses formed within 24 months
before the Survey. On the Survey date,
member banks had 107,000 loans totaling
nearly $2 billion outstanding to these rela-
tively new businesses, as shown in Table 12.
These loans accounted for 5 per cent of the
amount and 8 per cent of the number of all
outstanding member bank loans to busi-
ness. Three-fifths of the number but less
than one-third of the dollar amount of these
loans was to trade and service firms, but
manufacturing and mining and real estate
concerns also accounted for a substantial
share.
As might be expected, most of the new
businesses borrowing these funds were unin-
corporated and relatively small. Businesses
with assets of less than $250,000 accounted
for nearly 90 per cent of the number but less
NOTE.—Details may not add to totals because of rounding.
than one-third the dollar amount of all loans
to new businesses, as shown in Table 13.
New businesses borrowed to a greater extent
on term loans than established businesses
and a much higher proportion of their loans
was secured. Average interest rates were
less than one-third per cent higher on loans
to new businesses than on loans to estab-
lished businesses in all size groups.
TABLE 13
SELECTED LOAN AND BORROWER CHARACTERISTICS
OF MEMBER BANK LOANS TO NEW AND
ESTABLISHED BUSINESSES
[Percentage of loans outstanding to each type of business,
Oct. 16, 1957]
Characteristic
Loans to borrowers with as-





























i Businesses formed within 24 months before Oct. 16, 1957.
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APPENDIX A
CLASSIFICATION OF BORROWERS, BY INDUSTRY AND RELATIVE SIZE
Industry
Size
(assets, in thousands of dollars)
Small Medium Large
Manufacturing and mining:
Food, liquor, and tobacco
Textiles, apparel, and leather
Metals and metal products























































NOTE.—For questionnaire used in 1957 Survey,
see following pages.
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Form F.R. 643c (Rev. 9-57)
Form Approved
Budget Bureau No. 55-5702
Approval expires 1-31-58
SCHEDULE OF LOANS FOR COMMERCIAL AND INDUSTRIAL PURPOSES
OUTSTANDING ON OCTOBER 16, 1957
(For banks with total deposits on 6-30-55 of less than $10 million)
CONFIDENTIAL
DO NOT USE




STATE BANK NUMBER BRANCH NUMBER
Person at your bank to be contacted if there are questions about form.
FILL OUT THIS BOX ON FIRST SHEET ONLY
1. Total amount of real estate loans for commercial and industrial purposes
outstanding on October 16, 1957 (such loans are classified in the Call
Report under Schedule A, Item 1) $ -
2. Total amount of commercial and industrial loans (as defined by the Call
Report instructions and classified under Schedule A, Item 5) outstanding
on October 16, 1957:
(a) Open market paper (see definition at right)
(1) Bankers' acceptances $
(2) Finance company paper (purchased directly or
acquired through dealers) $
(3) All other commercial paper $ .
(b) All other commercial and industrial loans $
(c) Total commercial and industrial loans (a + b) $_
3. All loans for commercial and industrial purposes (1 + 2) $_
Real estate loans for commercial purposes include all loans granted for commercial or industrial
purposes but classified in the Call Report as real estate loans because they are secured by a
mortgage.
Open Market Paper (this type of paper is to be reported in totals by type only; it is not to be
reported in detail below)
Bankers'acceptances-include in reported total all acceptances held by you whether drawn
on your bank or another bank.
Finance company paper—include short-term, negotiable notes of sales finance companies
purchased either from the company directly or from a dealer.
All other commercial paper—include short-term, negotiable notes of business concerns
purchased from commercial paper dealers.
All other commercial and industrial loans include loans negotiated directly between the bank and
the borrower, loan participations arranged by or purchased from other banks, and promissory
notes or other receivables discounted for bank customers.
NOTE: Please see instructions on loan coverage and reporting procedure on the reverse side of this sheet before filling out this form.
1 1
! Business of borrower






John White and Company | 13
Example j
XYZ Manufacturing Company )•
2
Total assets of borrower
(approximate dollar






























































































(For instructions referred to in note above box headings, and in box headings, see below.)
This survey is designed to provide information on bank
loans made for commercial and industrial purposes out-
standing on October 16, 1957. Please complete this
reporting form according to the following instructions
and mail it to your Federal Reserve Bank not later than
October 30, 1957.
For your convenience a column has been provided on
the form for the names of the borrowers whose loans
are reported. Before submitting your report detach this
column. Please save it for sixty days so that if the
Federal Reserve Bank has a question concerning any
particular loan which you report, the loan can be readily
identified by you from the detached sheets.
All information which you report will be held in strict
confidence. The results of the survey will be published
only in the form of totals for groups of banks.
Loan Coverage
You are being asked to make a report on all of your
loans for business purposes made to individuals, partner-
ships, or corporations, whether secured or unsecured,
whether for the purpose of financing capital expenditures
or current operations, and irrespective of their normal
classification for Call Report purposes.
Be sure to include commercial and industrial loans
carried in G.I. or instalment loan departments. These
loans should be classified in Schedule A, Item 5 of the
Call Report. No matter where they have been classified
for Call Report purposes, however, they should be in-
cluded in the survey. Omission of these loans from
your report could cause the survey results to understate
seriously the volume of bank loans to small business.
Reporting procedure
Caution: It is absolutely essential that you follow the
instructions and do not make any changes in the pro-
cedures for selecting the loans you report.
1. Separate or identify in your loan files in any fashion
convenient for you each of the following groups of loans:
Group A—Open market paper (for a definition, see
box above)
Group B—Real estate loans for commercial and in-
dustrial purposes
Group C—All other loans for commercial and indus-
trial purposes, including small instalment
loans
2. Total the amount of loans outstanding on October
16, 1957 in each of these groups and enter the totals in
the box at the top of the form.
Federal Reserve Bulletin: April 19583. No further information is requested on the paper
reported in Group A.
4. For Groups B and C report the detailed informa-
tion requested on the form for each such loan outstanding
on October 16, 1957.
1
If your bank is a branch institution, the same pro-
cedure should be followed at each branch. Branch re-
ports should be consolidated at the head office before
submission to the Federal Reserve Bank. The figures in
the box should cover the entire bank.
INSTRUCTIONS
Column 1. In Column 1 enter whichever one of the
code numbers shown below best describes the largest
part of the borrower's business. Use only one code
number for each loan.
Include in your report (in the summary box and in
the detailed reporting section) loans to sales finance
companies, real estate companies, and mortgage com-
panies. Exclude loans to all other financial institutions
(insurance companies, savings and loan associations,
etc.) and nonprofit organizations.
Code Business of Borrower
Manufacturing and Mining
Food, liquor, and tobacco (exclude loans to
farmers)
\ Textiles, apparel, and leather
Metal and metals products (including iron,
steel and nonferrous metals and their prod-
ucts; electrical and other machinery; and
automobiles and other transportation
equipment and parts)
Petroleum, coal, chemicals, and rubber
5 All other manufacturing and mining (includ-
ing lumber; furniture; paper; printing and
publishing; and stone, clay, and glass)
^his instruction applied only to respondent banks with total
deposits on June 30, 1955 of less than $10 million. Banks with
total deposits of $10 million but less than $100 million were
requested to report on every loan of $100,000 or more and every
eighth of their smaller loans. Banks with $100 million and over
of deposits were requested to report on every loan of $1 million
or more and every tenth of their smaller loans. A few banks with
unusually large numbers of business loans were permitted to report
ona somewhat smaller fraction of their smaller loans.
Trade
Wholesale trade (including concerns selling




8 Commodity dealers (establishments primarily
engaged in buying and selling commodity
contracts and which are members, or as-
sociated with members of recognized com-
modity exchanges)
Sales finance companies (firms primarily en-
gaged in financing retail sales made on the
instalment plan; exclude personal finance
companies and other companies whose
primary business is cash loans to individ-
uals)
,0 Transportation, communication, and other
public utilities
11 Construction (including operative builders)
12 Real estate (including operators, owners,
agents, brokers, subdividers and developers
of real property, and mortgage companies)
Service firms (including hotels; repair serv-
ices; amusements; personal and domestic
services; and medical, legal, and other pro-
fessional services)
14 All other nonfinancial business
Column 2. Every effort should be made to obtain the
total assets of the borrower; do not substitute net worth.
Column 6. Enter item number under which loan would
be classified in Schedule A of the Call Report: for a
loan classified in the Call Report as "commercial and
industrial" enter 5, and for a loan classified as "real
estate" enter 1, etc.
Column 7. If several notes or advances outstanding to
a single borrower represent different loan arrangments,
treat each note or advance separately in selecting the
sample of loans you report. But if several notes are
outstanding under the same arrangement (for example,
floor planning, accounts receivable financing, and con-
struction loans on which drawings are made as required),
combine the outstanding notes or advances and report
them as one loan. In cases in which a series of notes
or advances should be combined, the security is usually
identical.
Exclude interest and service charges.
Column 8. If a series of notes or advances have been
combined in accordance with the instructions for Column
7, enter the total of the original amounts of the notes
presently outstanding. The amount shown in this
column should in no case be less than the amount shown
in Column 7.
Exclude interest and service charges.
Column 9. If the loan has been renewed, show the date
of last renewal or renegotiation. If the loan is a com-
bination of a series of notes, enter date of first note or
advance.
Column 10. If the loan is an instalment loan or a
combination of a series of notes, enter the date on which
the last payment is due.
For a demand note, enter the word "demand"; how-
ever, if it is demand only in the sense that it becomes
due immediately if some condition of the loan contract
is not met, and repayment is actually scheduled for
some future date, enter the scheduled repayment date.
Column 11. For a single-payment loan or a loan re-
payable in instalments on which the interest charge is
computed periodically on the unpaid balance, the effec-
tive interest rate is the same as the stated or nominal
rate. For a loan repayable in instalments on which the
interest charge is computed on the original amount of
the loan, either on a discount or an add-on basis, the
effective rate is higher than the stated rate. For example,
if the loan is repayable in full in equal instalments, the
effective rate is nearly twice the stated rate.
If more than one rate is charged under a serial note
or other loan arrangement, report the average effective
rate.
Columns 13-14. Check column 13 if loan is one-name
paper and not endorsed, guaranteed, or secured by col-
lateral. Check column 14 if loan is endorsed, guaran-
teed, or secured by some form of collateral, including a
lease.
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